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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 
Targeting classification: general intervention 

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership Strategy  
The ongoing COVID-19 pandemic threatens to undermine Cambodia’s progress in poverty reduction. Vulnerable 
groups such as women and migrant workers are especially at risk. The Rectangular Strategy (Phase IV), adopted in 
September 2018, acknowledges that maintaining a broad-based 7% economic growth rate will require structural 
reforms. These include further diversification of the narrow economic base (which is dominated by agriculture, tourism, 
garments, and construction—sectors that are at risk from automation of their labor-intensive processes) and 
promotion of private sector development and employment.a To complement and support these initiatives, the 
government has adopted the Financial Sector Development Strategy, 2016–2025, which prioritizes the development 
of a sound finance sector to support economic diversification and development, and increases the poor’s access to 
finance.b The ADB country partnership strategy for Cambodia, 2019–2023 is aligned with the Rectangular Strategy 
and the National Strategic Development Plan, 2019–2023 in identifying private sector development as a driver of 
change.c The program supports improved access to formal financial products and services, especially in rural areas, 
through related ADB initiatives, such as Cambodia’s first public SME CGS and support for the growth of agriculture 
and rural enterprises. 

B. Results from the Poverty and Social Analysis during Transaction TA or Due Diligence 
1. Key poverty and social issues. Cambodia’s poverty rate fell dramatically from 47.8% in 2007 to 13.5% in 2014 
and then to 9.5% in 2019. This was brought about by rapid growth in wage incomes. As of March 2021, 2.8 million 
Cambodians (14.6% of the population) are registered in Cambodia’s Identification of Poor Households Programme, 
including 732,686 persons registered under ID Poor on Demand between May to December 2020. Many households 
are also highly indebted, with personal lending expanding by 33% year-on-year in 2019. The COVID-19 pandemic is 
likely to exacerbate the vulnerability of the poor given the limited diversification of income sources and insufficient 
access to social protection. The crisis will lead to an estimated loss of 570,000 jobs and threatens to push an additional 
1.1 million people into moderate poverty and 205,000 people into extreme poverty.d Poverty is highest in the rural 
areas, where 90% of poor people live. Borrowing to smooth consumption is a common coping mechanism for poor 
and vulnerable families in the absence of an adequate social protection system. Further, limited access to finance 
because of the lack of reasonably priced credit in local currency, limited customer information, and weak contract 
enforcement results in high intermediation costs (especially for small transactions) and over-indebtedness of poor 
households. The limited number of medium-sized firms in the private sector hampers value chain expansion and 
economic diversification. The private sector is dominated by small informal enterprises and farms, with only a few 
large and modern enterprises. More must be done to improve the investment climate and to increase access to 
finance to mobilize investments that will generate jobs for an expanding labor force. Access to finance and inclusion 
in the finance sector also contributes to women’s economic empowerment. Women’s businesses still lag behind men’s 
in terms of the volume of loans accessed and the formalization of their businesses. Constraints on growth include the 
cost of financing, with access and cost of electricity ranking the highest (42%).  
2. Beneficiaries. The program helps SMEs grow by supporting Cambodia’s first public CGS, which will be operated 
by the Credit Guarantee Corporation of Cambodia. The program also helps the ARDB expand credit to the agriculture 
sector. Under this program, the government supports: (i) youth, rural farmers, and members of agriculture 
cooperatives by improving their financial literacy; (ii) unbanked and underserved populations, especially in rural areas; 
(iii) the entire population by enhancing financial stability; and (iv) women, by improving their access to finance. Since 
women own the majority of businesses in Cambodia, increasing equality of access to microfinance services for women 
will play a catalytic role in promoting women’s economic empowerment and in improving the economic well-being of 
their families. Women microfinance users (the 83 registered microfinance institutions have an estimated 1,556,000 
female clients); community savings groups (150,000 members);e and SME owners are all expected to benefit from 
this program. 
3. Impact channels. The impact channels are: (i) increased financial access and literacy; (ii) a more stable financial 
sector; and (iii) improved infrastructure, which decreases the cost of transactions. 

4. Other social and poverty issues. Despite Cambodia’s success in reducing the overall poverty rate, disparities in 
access to services are stark. Only 37% of the rural population has access to improved sanitation and 44% has access 
to clean water sources, compared with more than 70% in urban areas. 

5. Design features. The proposed program supports the government’s financial sector reform effort by promoting 
financial inclusion in rural areas, the agriculture sector, and MSMEs. 
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C. Poverty Impact Analysis for Policy-Based Lending 

1. Impact channels of the policy reforms. Policy reforms under the program focus on financial inclusion for women, 
rural areas, poor households, the agriculture sector, and SMEs. Through the program, the government will also 
establish a forum between the NBC and CSOs for financial inclusion and establish a national strategy to facilitate 
dialogue, improve transparency, establish action plans, and monitor financial inclusion. 
2. Impacts of policy reform on vulnerable groups. The program does not have any specific interventions for 
vulnerable groups. 

3. Systemic changes expected from policy reforms. Improved access to finance for rural areas and the agriculture 
sector will induce pro-poor systemic change and contribute to inclusive growth in rural areas. 

II. PARTICIPATION AND EMPOWERING THE POOR 
1. Participatory approaches and proposed program activities that will strengthen inclusiveness in program 
implementation. The program team organized workshops and campaigns on financial literacy and e-commerce for 
MSMEs, focusing on civil society participation and gender. Through the program, the program team has cooperated 
with development partners to implement the National Financial Inclusion Strategy, 2019–2025 as included in the 
program’s PDMF. 
2. Civil society organization participation. The program team has consulted and will continue to consult with the 
CSOs that have worked with the poor and vulnerable communities, as empowerment through microfinance is already 
a well-established area of local and international CSO work in Cambodia. 

3. Approaches of civil society organization participation envisaged during program implementation. 
Low   Information gathering and sharing   NA  Consultation   NA   Collaboration  NA  Partnership  

4. Participation plan. The program involves CSO beneficiaries i.e., the members of agriculture cooperatives who will 
be trained by ARDB credit officers in financial management and basic cooperative management.  

     Yes     No 

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: effective gender mainstreaming 

1. Key issues. While women run the majority of all businesses, their businesses are on average smaller and less 
profitable than those run by men. The financing gap for MSMEs in Cambodia is estimated to be $7.7 billion  
($4.2 billion for women-owned MSMEs and $3.5 billion for men-owned MSMEs). Self-employed female business 
owners face gender-intensified barriers to start up and grow their businesses, which include their low financial literacy 
and limited access to training.f  Self-employment is a positive option, which allows them to pursue fulfilling and flexible 
work. However, for many Cambodian women, self-employment is also a necessity driven by factors such as 
vulnerable employment or the need to accommodate family care responsibilities. The challenges facing women 
entrepreneurs are particularly severe, with only 3.0% having access to formal credit. Despite the high liquidity of the 
banking system, many banks have difficulty in lending to MSMEs because banks find it challenging to evaluate their 
creditworthiness. Banks usually rely on borrowers providing collateral, which MSMEs usually do not have. As a result, 
the majority of MSMEs resort to informal sources of borrowing for investment and working capital, an exclusion that 
seems likely to be exacerbated by the COVID-19 pandemic. Anecdotal evidence suggests that, in many cases, 
women borrowers do not have control over the use of the loans taken out in their names but are still held responsible 
for loan repayment. 

2. Key actions.  

     Gender actions            Other actions or measures      No action or measure 

   This program includes gender mainstreaming and gender inclusion requirements. As the program promotes financial 
literacy involving civil societies with emphasis on gender mainstreaming, a gender action plan is not needed. The 
National Financial Inclusion Strategy includes several gender-specific actions. The government has launched pilot 
programs for financial literacy in formal education. Of the teachers receiving financial literacy teacher training (which 
is a highly selective process because of its technical content), 67% are women. A program to improve the financial 
literacy of the securities industry for university students and investment professionals, which includes women and a 
training-of-trainers program in financial literacy and basic cooperative management for rural farmers and members of 
agriculture cooperatives, was attended by ARDB staff, 24% of whom were women. Cambodia’s first government-
backed SME CGS prioritizes companies led by women and will provide a pathway for women’s access to finance 
from commercial banks. The MEF has made considerable efforts to raise awareness of the importance of insurance 
among women-led businesses and households and, as a result, 55% of microinsurance clients in 2020 were female. 
The MEF has also encouraged the registration of female trustees under the newly enacted trust scheme, with five 
registered and more expected. The NBC’s fintech development road map includes a dedicated financial and digital 
literacy program aimed at women. The program supported the rollout of a dedicated MSME e-commerce training 
program to public and private sector e-commerce trainers, 30% of whom are women. The training program will guide 
Cambodia's MSMEs and female entrepreneurs in their e-commerce ambitions. 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 
A. Involuntary Resettlement                                          Safeguard Category:  A     B      C 
1. Key impacts. The program supports the government to address areas of microfinance support needed to  
strengthen financial inclusion.                                    
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2. Strategy to address the impacts. Not applicable. 

3. Plan or other actions. 
 Resettlement plan                                                    Combined resettlement and indigenous peoples plan 

 

 Resettlement framework                                          Combined resettlement framework and indigenous peoples 

 Environmental and social management                       planning framework 
     system arrangement                                         Social impact matrix 

  No action 
 

B. Indigenous Peoples Safeguard Category:  A     B      C      
1. Key impacts. Not applicable 

 

2. Strategy to address the impacts. Not applicable.  

3. Plan or other actions. 
 Indigenous peoples plan                                          Combined resettlement plan and indigenous peoples plan 

 Indigenous peoples planning framework         Combined resettlement framework and indigenous 

 Environmental and social management system           peoples planning framework 

  arrangement                                                            Indigenous peoples plan elements integrated in 

 Social impact matrix                                                     project with a summary 

 No action           
 

V. ADDRESSING OTHER SOCIAL RISKS 
 

A. Risks in the Labor Market   

1. Relevance of the program for the country’s or region’s or sector’s labor market:  
L  unemployment    underemployment   retrenchment    core labor standards 

2. Labor market impact. Not relevant. 
 

B. Affordability  
Not applicable. 

C. Communicable Diseases and Other Social Risks  

1. The impact of the following risks are rated high (H), medium (M), low (L), or not applicable (NA): NA 
   Communicable diseases    Human trafficking    
   Others (please specify) ______________ 

2. Risks to people in program area.  Not applicable. 
 

VI. MONITORING AND EVALUATION 

1. Targets and indicators. The policy-based loan has a PDMF for the program. 

2. Required human resources. The government, executing agency, implementing agencies, and ADB project team 
are expected to monitor progress toward achieving the outcome indicators in the PDMF. 

3. Information in the RRP. The program team, through the policy-based loan, will review the PDMF to ensure that 
the program meets its objectives. 

4. Monitoring tools. The PDMF will be monitored by the ADB program team. 
 

ADB = Asian Development Bank, ARDB = Agricultural and Rural Development Bank, CGS = credit guarantee scheme, 
COVID-19 = coronavirus disease, CSO = civil society organization, MEF = Ministry of Economy and Finance,  
MSME = micro, small, and medium-sized enterprise, NA = not applicable, NBC = National Bank of Cambodia,  
PDMF = policy design and monitoring framework, SME = small and medium-sized enterprise.   
a Government of Cambodia. 2018. Rectangular Strategy for Growth, Employment, Equity and Efficiency: Building the 

Foundation Toward Realizing the Cambodia Vision 2050, Phase IV. Phnom Penh. 
b NBC. 2016. Financial Sector Development Strategy, 2016–2025. Phnom Penh.   
c ADB. 2019. Country Partnership Strategy: Cambodia, 2019–2023—Inclusive Pathways to a Competitive Economy. 

Manila. 
d ADB. 2020. Report and Recommendation of the President to the Board of Directors: Proposed Countercyclical 

Support Facility Loan to the Kingdom of Cambodia for the COVID-19 Active Response and Expenditure Support 
Program. Manila. 

e Food and Agriculture Organization of the United Nations. 2015. Community-based Finance in Cambodia: 
A Comparative Study of Savings and Credit Models for Community Development. Phnom Penh. 

f Organisation for Economic Co-operation and Development. 2017. The Pursuit of Gender Equality: An Uphill Battle. 
Paris (Part IV: Gender equality in entrepreneurship). 

g Microfinance Index of Market Outreach and Saturation. 2016. Cambodia: Multiple Borrowings and Loan Sizes. Paris. 
 Source: ADB.  
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